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FCC Meeting on Midsize Incentive Regulation Options
October 24, 2002
ALILTFEL. Madison River Communications and TDS Telecom

Introduction

e Midsize Companies have no viable incentive option.

e Midsize Companies have study areas that could benefit from incentive regulation.
incentive regulation is in the public interest, benetiting LECs and their customers.

* There is an opportunity to build on existing incentive regulation to extend
incentive regulation to midsize carriers.

Part 61.39 Plan for Midsize Carriers

Current rules

e 61.39 is a lag-based incentive plan for Subset IlT study areas with less than 50,000
access lines, which uses historical costs and demand to establish rates.

e 61.39regulation can be elected independently for Traffic Sensitive and/or
Common Line rates.

Midsize Carrier Option

e Extend 61.39 to all non-price cap rural carriers.
e Avoid changes that would impact use of plan by small companies.
e Retain current 61.39 optionality.

L rattic. Sensitive Portion of the Plan

e Rates set per current rules,

Common Line Portion

e Current rules do not work due to MAG Common Line restructuring, because
61.39 requires residual revenue requirement to be recovered through CCL rates.

e Proposed rule revision would allow residual Common Line revenue requirement

to be recovered through ICLS.
e Per-line ICLS/LTS settlement would he established based on historical costs and

demand.

Orher [ssues

e HCL IJSFand LSS could continue to be paid under existing rules.

e Companies would he tree to elect Traffic Sensitive. Common Line, or both, by
studv area.

Resetting rates every two years provides protection to LECs and benefits to IXCs.
Plan is workable in the NECA Pooling environment.



